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SUBJ: SIMON-SIMONSEN AGREEMENT ON LEATHER HANDBAGS 

REF: SUCHMAN/DEFALCO TELECON 

1. PRANCISCO DORNELLES CALLED PINAT EARLY THIS MORNING (JULY 9) 
AND, IN VERY ANGRY TONES, COMPLAINED THAT THE US WAS 
NOT KEEPING ITS PART OF THE AGREEMENT ON THE WAIVER OP 
COUNTERVAILING DUTIES ON LEATHER HANDBAGS WHICH 
WAS AGREED UPON DURING SECRETARY SIMON'S VISIT. DORNELLES' 
POINT WAS THAT WHILE THE GOB HAD REDUCED THE ICM CREDITS 
AS AGREED ON JULY 1, THE US HAD NOT, AS OP JULY 9, ISSUED 
ITS WAIVER. HE CLAIMED THAT, AS A RESULT, EXPORTERS 
OP LEATHER HANDBAGS HAD BARRAGED THE MINISTRY WITH 
TELEXES (HE SAID 50 SUCH MESSAGES HAD BEEN RECEIVED) 

ASKING POR IMMEDIATE ACTION SINCE THEIR PRODUCTS WERE 
CONTINUING TO BE SUBJECTED TO THE DUTIES. DORNELLES 
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INDICATED THAT, UNLESS THIS MATTER WAS RESOLVED BY MIDDLE OP 
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NEXT WEEK, IT MIGHT VERY WELL HIT THE PRESS. IN THE SAME BREATH, 
HE THREATENED TO BREAK THE WHOLE AGREEMENT UNLESS 
THE WAIVER WAS MADE EEFECTIVE AS OE JULY 1. 

2. SINCE EINATT HAD DISCUSSED THE TIMING OE THE WAIVER 
WITH SUCHMAN YESTERDAY (JULY 8) HE TRIED TO EXPLAIN TO 
DORNELLES THAT JULY I WAS THE OPERATIVE DATE WITH 
RESPECT TO EXPORTS LEAVING BRAZIL AND NOT WITH RESPECT 
TO THOSE ENTERING THE US MARKET AS OF THAT DATE. HENCE, 

HE INDICATED THAT THE WAIVER WAS TO BE APPLIED ONLY ON 
EXPORTS LEAVING BRAZIL AS OF JULY I, SINCE, AFTER ALL, 

THE REDUCTION OE THE ICM WAS APPLICABLE ONLY ON EXPORTS 
OP LEATHER HANDBAGS AS OF THEN. DORNELLES BRUSHED THIS 
ARGUMENT ASIDE MAINTAINING THAT THE SIMON-SIMONSEN LETTER 
STATED THAT THE WAIVER WOULD GO INTO EPFECT AS OF JULY 1. 

3. COMMENT: AS THE SUCHMAN/DEFALCO TELECON CONPIRMED, 

THE LOGIC OP THE CASE IS STRONGLY IN OUR PAVOR SINCE IT 
WOULD BE IMPOSSIBLE POR TREASURY TO JUSTIPY A WAIVER 
ON IMPORTS WHICH LEPT BRAZIL BEPORE JULY I (AND ENTERED 
THE US ON OR SHORTLY ALTER JULY I), AND WHICH RECEIVED 
THE BENEPITS OP THE HIGHER ICM CREDITS. THE LANGUAGE 

OP THE SIMON-SIMONSEN LETTER, HOWEVER, DOES NOT 

SPELL OUT WHAT WAS MEANT BY THE APPLICATION OF 

THE WAIVER AS OP JULY 1. DISINGENUOUSLY OR NOT DORNELLES 

MAINTAINS THE INTERPRETATION THAT IT IS MEANT TO BE APPLIED ON 

IMPORTS ENTERING THE US, RATHER THAN ON EXPORTS LEAVING BRAZIL 

AS OP JULY I . WE HOPE THAT DURING HIS PROMISED CALL 

TO DORNELLES SUCHMAN CAN CONVINCE HIM OP THE LOGIC OP 

OUR POSITION. SINCE IT IS UNLIKELY THAT WE CAN GIVE 

ANY OTHER DEPINITION TO THE "APPLICATION OF THE WAIVER 

AS OP JULY I", AND SINCE THIS IS GOING TO MAKE DORNELLES 

PEEL THAT WE BROKE THE AGREEMENT, IT IS VERY POSSIBLE THAT 

THIS MATTER WILL ULTIMATELY HIT THE PRESS. WE 

WOULD, THEREPORE, VERY MUCH APPRECIATE RECEIVING PRESS 

GUIDANCE PROM TREASURY, WHICH WAS PROMISED BY SUCHMAN, 

POR OUR USE SHOULD THE CASE COME OUT IN THE NEWSPAPERS 
NEXT WEEK. 
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